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MKHAMBATHINI MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2010 


Statement Of Financial Position 


Figures in Rands 

Note(s) 

2010 

2009 





Assets 




Current Assets 




Trade and other recievables 

8 

480 226.60 

715 620.00 

Other recievables 

9 

2 462 040.00 

1 763 961.00 

Consume Debtors 

7 

1 784 675.00 

435 251.00 

Cash and cash equlvalents 

6 

99 919.00 

3 535 194.00 

Assets under constraction 

3 

272 680.00 

- 



5 099 540.60 

6 450 026.00 

Non - Current Assets 




Property plant and equipment 

2 

41 317 084.25 

19 963 153.00 

Intangible Assets 

2 

562 334.00 

12 746.00 



41 879 418.25 

19 975 899.00 

Total Assets 


46 978 958.85 

26 425 925.00 

Liabilities 




Current Liabilities 




Trade and other Payables 

4 

2 187 852.25 

7 409 196.00 

Unspent Grants 

5 

2 339 459.00 


Bank Overdraft 

6 

165 769.00 

- 


4 693 080.25 

7 409 196.00 

Total Liabilities 

4 693 080.25 

7 409 196.00 


42 285 878.60 

19 016 729.00 

Reserves 




Revaluation reserves 

10 

16 476 501.00 

140 701.00 

Accumulated Surplus / Dificit 

11 

25 809 377.60 

18 876 029.00 

Total Net Assets 


42 285 878.60 

19 016 730.00 































Figures in Rand 


Note(s) 


2010 


2009 


Revenue 

Property Rates 

Vehicle Registration and Learners 
Government Grants and Subsidies 
Interest Received 
Commission Received 
Penalties - property Rates 
Other Income 
Fines 

Total Revenue 

Expenditure 

Employee related costs 
Remuneration of Councillors 
Depreciation, amortisation and impairments 
Repairs and maintenance 
Debtors: Discoutning 
Contracted Services 
General Expenses 
Grants and Supsidies pain 

Total Expenditure 

Surplus/(Deficit) for the year 


12 

R 

3 136 733.00 

R 

1 168 473.00 


R 

2 060 444.00 

R 

1 441 505.00 

13 

R 

25 504 761.00 

R 

16 545 627.00 

14 

R 

168 349.00 

R 

445 755.00 


R 

4 399.00 

R 

3 987.00 


R 

- 

R 

70 291.00 


R 

1 435 494.00 

R 

739 679.00 


R 

622.00 

R 

27 070.00 


R 

32 310 802.00 

R 

20 442 387.00 


R 

- 




15 

R 

12 095 046.00 

R 

11 929 905.00 

16 

R 

3 269 417.00 

R 

2 891 166.00 

17 

R 

1 714 586.00 

R 

1431619.00 


R 

129 310.00 

R 

668 451.00 


R 

112 114.00 




R 

- 

R 

195 815.00 

18 

R 

6 049 336.51 

R 

8 042 586.00 


R 

2 333 111.00 

R 

4 066 755.00 


R 

25 702 920.51 

R 

29 226 297.00 



R 

-8 783 910.00 

R 

6 607 881.49 

R 

-8 783 910.00 




MKHAMBATHINI MUNICIPALITY 

Annual Financial Statements for the year ended June 30, 2010 


Statement of Changes in Net Assets 




Figures in Rand 

Revaluation 

Reserve 

Accumulated 
Surplus/ (Deficit) 

Net Assets 

Balance at July 1, 2008 

140 701.00 

27 659 937.00 

27 800 638.00 

Surplus/(Deficit) for the year 

Balance as at June 30, 2009 

140 701.00 

-8 783 908.00 

18 876 029.00 

-8 783 908.00 

19 016 730.00 

Balance at July 1, 2009 

140 701.00 

18 876 029.00 

19 016 730.00 

Revaluation 

16 335 800.00 

- 

16 335 800.00 

Surplus for the year 

Adjustments (Note 22) 

Balance as at June 30, 2010 

16 476 501.00 

6 607 881.49 

325 467.11 

25 809 377.60 

6 607 881.49 

325 467.11 

42 285 878.60 


10 


11 




MKHAMBATHINI MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


Note 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and others 
Cash paid to suppiiers and empioyees 

Cash generated from operations 

interest received 


NET CASH FLOW (USED IN) FROM OPERATING ACTIVITIES 


CASH FLOW FROM INVESTING ACTIVITIES 
Purchase of property, piant and equipmenl 

NET CASH USED IN INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 

Cash and cash equivaients at the beginning of the year 
Cash and cash equivaients at the end of the year 


2010 

R 

28 446 002 
(25 999 701) 
2 446 301 

168 349 

2 614 650 


(6 215 694) 


(6 215 694) 


(3 601 044) 


3 535 194 
(65 850) 


2009 

R 

16 241 024 
(14 115 407) 
2 125 617 

445 755 

2 571 372 


(5 311 879) 


(5 311 879) 


(2 740 507) 


6 275 701 
3 535 194 
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MKHAMBATHINI MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


1 ACCOUNTING POLICY 

1.1 BASIS OF PRESENTATION 

The financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practices (GRAP) 


These standards are summarised as follows : 


GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 


1 : Presentation of financial statements 

2 : Cash flow statements 

3 : Accounting policies, changes in accounting estimates and errors 

4 : The effect of Changes in Foreign Exchange Rates 

5 : Borrowing Costs 

6 : Consolidation of Separate Financial Statements 

7 : Investment in Associates 

8 : Interest in Joint Ventures 

9 : Revenue From Exchange Transactions 

10 : Financial Reporting in Hyperinflationary Economics 
11 : Construction Contracts 

12 : Inventories 

13 : Leases 

16 : Investment Property 

17 : Property Plant and Equipment 

18 : Segment Reporting 

19 : Provisions, Contigent Liabilities and Contingent Assets 

23 : Revenue from Non Exchange Transactions 

24 : Presantation of Budget Information in the Financial Statements 
100: Non - current Assets Held for Sale 

101: Agriculture 
102 : Intangible Assets 


The Minister of Finance has, in terms of General Notice 552 of 2007 - Gazette 30013 - exempted compliance 
with certain of the above mentioned standards and aspects or parts of these standards. Details of the 
exemptions applicable to the municipality have been provided in the notes to the annual financial statements. 
A summary of the significant accounting policies, which have been consistently applied, except where 
an exemption has been granted, are disclosed below. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

The annual financial statements have been prepared according to the historic cost basis. 

Uncertainty Regarding The Entity's going concern ability 

The municipality reflects a net cashflow deflclt In the cashflow statement at year end, even though the 
statement of flnanclal performance reflects a movement from net deflclt In the prlor year (2009) to a 
net surplus In the current year(2010).During the 2009/2010 financial year the munlclpallty experlenced 
cash flow dlflcultles. In order to address the sltuatlon no expendlture was Incurred unless crltlcal to 
the operatlon of the munlclpallty or In terms of an obllgatlon flowlng from a contract or other slmllar 
agreements. 



MKHAMBATHINI MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


1 ACCOUNTING POLICY 

1.4 RESERVES 
Revaluation Reserve 

The surplus arising from the revaluation of land is credited to a non-distributable reserve 
On disposal, the net revaluation surplus is transferred to accumulated surplus/(deficit) while 
gains or losses on disposal, based on revalued amounts,are credited or charged to the 
Statement of Financial Performance. 

1.5 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment, is stated at cost less accumulated depreciation,except land, 
which is revalued as indicated below. 

Land is not depreciated as it is deemed to have an indefinite life. 

Depreciation is calculated on cost, using the straight- line method over the estimated useful 
lives of the assets.The annual depreciation rates are based on the following estimated 
asset lives, which lives are reviewed annually: 


Infrastructure 

Years 

Other 

Years 

Roads and Paving 

10 

Building 

30 

Taxi Ranks 

20 

Vehicles 

5 



Disaster Management 

2-10 

Community 


Office equipment 

2-10 

Buildings 

20 

Furniture and fittings 

2-10 

Community Assets 10-30 

20 

Plant and equipment 

2-15 


The gain or loss arising on the disposal or retirement of an item of property,plant and 
equipment is determined as the difference between the sales proceeds and carrying value 
and is recognised in the Statement of Financial Performance. 

- Review of useful life of items of property, plant and equipment recognised in the annual 
financial statements 

- Review of depreciation method applied to property, plant and equipment recognised in the annual 
financial statements 

- Testing for and impairing any items of property, plant and equipment recognised in the annual 
financial statements 

In 2009/2010 these requirements have also not been complied with due to the exemption granted 
in Directive 4.Revaluation of Property, Plant and Equipment will be performed in 2010/2011financial 
year. 

1.6 REVALUATION OF LAND 

Land is stated at the values reflected in the valuation roll. The effective date of the last 
revaluation was 1 March 2009. The valuation of was performed by the Municipal Valuer 

1.7 ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is made for 
doubtful receivables based on a review of all outstanding amounts at year-end. 

Bad debts are written off during the year in which they are identified.Amounts that are 
receivable within 12 months from the reporting date are classified as current. 



MKHAMBATHINI MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


1 ACCOUNTING POLICY 

1.8 FINANCIAL INSTRUMENTS 

In 2009/2010 the requirements of lAS 39 were not complied with in that financial assets and financial 
liabilities were not measured at fair value. In addition the disclosure requirements of lAS 32 were 
not complied with. 

These requirements have also not been complied with due to the exemption granted 
in directive 4 

1.9 REVENUE RECOGNITION 

Revenue was recognised at cost, and no interest was recognised as a result of any 
time value of money adjustments. 

1.9.1 Revenue from Exchange Transactions 

Interest and rentals are recognised on a time proportion basis. 

Revenue arising from tbe application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant tariffby Council.Tbis includes the 
issuing of licences and permits. 

Income for agency services is recognised on a monthly basis once the income collected 
on behalf of agents has been quantified.The income recognised is in terms of the agency 
agreement. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property.plant and 
equipment, when such items of property, plant and equipment are brought into use. 

Where public contributions have been received but tbe Municipality has not met the condition, 
a liability is recognised. 

1.9.2 Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. 

Penalty interest on unpaid rates is recognised on tbe time proportion basis. 

Donations are recognised on a cash receipt basis or where the donation is in the form 
of property,plant and equipment when such items of property,plant and equipment are 
brought into use. 



MKHAMBATHINI MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


1 ACCOUNTING POLICY 

1.9 REVENUE RECOGNITION (continued) 

Contributed property, plant and equipment is recognised when such items of property, 
plant and equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No.56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

1.10 CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants,donations and funding are recognised as 
revenue to the extent that the Municipality has complied with any of the criteria, conditions 
or obligations embodied in the agreement. To the extent that the criteria.conditions or 
obligations have not been met, a liability is recognised. 

1.11 PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation 
as a result of past events, it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable estimate of the provision 
can be made. Provisions are reviewed at reporting date and adjusted to reflect 
the current best estimate. 

1.12 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term 
highly liquid investments that are held with registered banking institutions with maturities 
of three months or less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash 
on hand, deposits held on call with banks and investments in financial instruments, 
net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. 

1.13 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of government, 
municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No.56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 



MKHAMBATHINI MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


1 ACCOUNTING POLICY 

1.14 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management 
Act (Act No.56of 2003) the Municipal Systems Act (Act No. 32 of 2000), the Public Office 
Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality's supply chain 
management policy. Irregular expenditure excludes unauthorised expenditure.lrregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

1.15 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure 
is accounted for as expenditure in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in tbe Statement of Financial 
Performance. 

1.16 COMPARATIVE INFORMATION 

Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are reclassified. The nature and reason for the reclassification 
is disclosed. 

1.17 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees. Tbe contributions to fund 
obligations for tbe payment of retirement benefits are cbarged against revenue in tbe year 
they become payable. Tbe defined benefit funds, wbich are administered on a provincial 
basis, are actuarially valued triennially on tbe projected unit credit metbod basis. 

Deficits identified are recognised as a liability and are recovered tbrougb lump sum payments 
or increased future contributions on a proportional basis to all participating municipalities. 


1.18 LEASES 

Leases are classified as finance leases where substantially all the risks and rewards associated 
with ownership of an asset are transferred to the municipality. Property, plant and equipment 
subject to finance lease agreements are capitalised at tbeir cash cost equivalent and the 
corresponding liabilities are raised. Tbe cost of tbe item of property, plant and equipment is 
depreciated at appropriate rates on tbe straigbt-line basis over its estimated useful life. 

Lease payments are allocated between tbe lease finance cost and the capital repayment 
using the effective interest rate method. Lease finance costs are expensed when incurred. 

Operating leases are those leases that do not fall within the scope of the above definition. 

Operating lease rentals are expensed as tbey become due. 

1.19 INTANGIBLE ASSETS 
Initial Recognition 

Identifiable non-monetary assets without physical substance wbich are held for use in the production 
or supply of goods or services, for rental to others, or for administrative purposes are classified and 



MKHAMBATHINI MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


1 ACCOUNTING POLICY 

recognised as intangible assets. The municipality recognises an intangible asset in its Statement of 
Financial Position only wben it is probable tbat the expected future economic benefits or services 
potential that are attributable to the asset will flow to the municipality and the cost can be measured 
reliably. 

The usefull lives of the intangible assets are indefinite. 

1.20 RELATED PARTIES 

Individuals as well as their close family members, and /or entities are related parties if one party has 
the ability, directly or indirectly, to control or jointly control the party or execirse significant influence over 
the other party in making financial and /or operating decisions. Key management personnel is defined 
as the Municipal manager, Chief Financial Officer and all managers reporting directly to the Municipal 
Manager or as designated by the Municipal Manager. 



MKHAMBATHINI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


4. TRADE AND OTHER PAYABLES 

Trade Creditors 
District Municipality 
Bonus and Leave Accruals 
Other creditors 
Deposits 


2010 

2009 

R 

R 

347 947 

907 480 

103 378 

131 277 

1 068 750 

831 367 

290 463 

483 417 

377 315 



2 187 852 2 353 541 


5 UNSPENT GRANTS AND SUBSIDIES 


Unspent Grants and Subsidies 


5.1 COMMUNITY DEVELOPMENT WORKER 

Opening Balance 

Current Year receipts 

Conditions met - transfer to revenue 

Conditions still to be met - transfer to liabilities 

5.2 CORRIDOR DEVELOPMENT 

Opening Balance 

Current Year receipts 

Conditions met - transfer to revenue 

Conditions still to be met - transfer to liabilities 

5.3 FINANCIAL MANAGEMENT GRANT 

Opening Balance 

Current Year receipts 

Conditions met - transfer to revenue 

Conditions still to be met - transfer to liabilities 

5.4 HOUSINGGRANT 

Opening Balance 

Current Year receipts 

Conditions met - transfer to revenue 

Conditions still to be met - transfer to liabilities 

5.5 LUMSGRANT 

Opening Balance 


2 339 459 

5 055 655 

2 339 459 

5 055 655 

4 527 311 

7 409 196 

2 010 

2 009 

11 225 

33 385 

0 


0 

-22 160 

11 225 

11 225 


443 566 

1 042 743 

0 

0 

-237 567 

-599 177 

205 999 

443 566 


1 386 539 

818 204 

1 500 000 

2 000 000 

-2 276 061 

-1 431 665 

610 478 

1 386 539 


608 082 

762 493 

0 

100 000 

-84 020 

-254 411 

524 062 

608 082 

46 538 

-53 463 


Current Year receipts 

0 

100 000 

Conditions met - transfer to revenue 

0 


Conditions still to be met - transfer to liabilities 

46 538 

46 537 

5.6 MUNICIPAL SYSTEMS IPROVEMENT GRANT 



Opening Balance 

59 538 

932 413 

Current Year receipts 

735 000 

735 000 

Conditions met - transfer to revenue 

-407 867 

-1 607 885 

Conditions still to be met - transfer to liabilities 

386 671 

59 528 

5.7 MAP 



Opening Balance 

429 432 

871 459 

Current Year receipts 

0 

200 000 

Conditions met - transfer to revenue 

0 

-642 027 

Conditions still to be met - transfer to liabilities 

429 432 

429 432 

5.8 MUNICIPAL INFRASTRUCTURE GRANT 



Opening Balance 

1 873 382 

175 881 

Current Year receipts 

2 684 000 

8 603 000 

Conditions met - transfer to revenue 

-4 557 382 

-6 905 499 

Conditions still to be met - transfer to liabilities 

0 

1 873 382 

5.8 SOUL BUDDIES 



Opening Balance 

11 957 

11 957 

Current Year receipts 

0 

0 

Conditions met - transfer to revenue 

0 

0 

Conditions still to be met - transfer to liabilities 

11 957 

11 957 

5.9 SPORTGRANT 



Opening Balance 

113 099 

356 728 

Current Year receipts 

0 

975 000 

Conditions met - transfer to revenue 

0 

-1 218 629 

Conditions still to be met - transfer to liabilities 

113 099 

113 099 

Provincial and National Departments /Treasury (See Appendix B) 



CASH AND CASH EQUIVALENTS 

Cash on Hand 

3 400 

3 400 

Bank balances 

-165 768 

903 601 

Short-term deposits 

96 519 

2 628 193 


-65 850 

3 535 194 


Standard Bank -Account number 058655441 
Standard Bank -Account number 354264338 
FNB - Account number 74057789231 



Mkhambathini Locai Municipaiity 

Annual Financial Statements for the year ended J une 30, 201C 

Notes to the Annuai Financiai Statements 

Figures in Rands 


2. Property, piant and equipment 


2010 

1 2009 


Cost/ 

Accumuiated 

Carrying vaiue 

Cost/ 

Accumuiated 

Carrying vaiue 


Vaiuation 

Depreciation 


Vaiuation 

Depreciation 


Land 

16 887 100 

- 

16 887 100 

551 300 

- 

551 300 

Roads & paving 

9 249 073 

(1 074 870) 

8 174 203 

4 054 800 

(618 629) 

3 436 171 

Buildings 

5 917 439 

(1 248 281) 

4 669 158 

5 813 743 

(1 124 153) 

4 689 590 

Community assets - 30 Years 

9 025 544 

(876 563) 

8 148 981 

9 759 313 

(555 547) 

9 203 767 

Security Measures 

93 923 

(43 881) 

50 042 

93 923 

(92 033) 

1 890 

Community assets - 10 Years 

2 261 898 

(587 704) 

1 674 194 

1 459 185 

(198 248) 

1 260 937 

Motor vehicles 

1 314 326 

(690 339) 

623 987 

1 082 344 

(889 432) 

192 912 

Office equipment 

1 522 759 

(901 186) 

621 573 

1 209 819 

(912 266) 

297 553 

Fumiture and fixtures 

630 690 

(262 277) 

368 413 

697 577 

(403 981) 

293 596 

Plant and machinery 

328 899 

(229 464) 

99 435 

315 829 

(267 646) 

48 183 

Intangible Asset 




(12 746) 


(12 746) 

Totai 

47 231 651 

(5 914 566) 

41 317 084 

25 025 087 

(5 061 935) 

19 963 153 


Reconciliation of Property, Plant and Equipment 



Opening 

Additions 

Revaluation 

Disposals 

Other 

Total 


Balance 




changes 


Land 

551 300.00 


16 335 800.00 



16 887 100.00 

Roads and Paving 

4 054 800.41 

5 194 272.69 




9 249 073.10 

Buildings 

5 813 742.91 

103 694.96 




5 917 437.87 

Community Assets - 30yrs 

9 759 313.27 





9 759 313.27 

Security Measures 

93 923.10 





93 923.10 

Community Assets -lOyrs 

1 459 184.81 

76 604.04 



84 020.39 

1 451 768.46 

Motor vehicles 

1 082 344.48 

675 584.01 


443 602.18 


1 314 326.31 

Office equipment 

1 209 818.51 

533 841.57 



195 529.58 

1 548 130.50 

Furniture and fixtures 

697 577.00 




731.72 

696 845.28 

Plant and machinery 

315 829.42 




2 097.95 

313 731.47 


25 037 833.91 

6 583 997.27 

16 335 800.00 

443 602.18 

282 379.64 

47 231 649.36 












MKHAMBATHINI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 

7. CONSUMER DEBTORS 

Consumer Debtors 1 896 789 476 842 

Less: Discount (112 114) (41 591) 


Total 1 784 675 435 251 


7.1 Debtors Age Analysis 


Current (0-30) 

617 053 


30 Days 

(5 457) 


60 Days 

297 877 


90 Days 

199 696 


120 Days 

242 225 


150 Days 

(1 987) 


180 Days 

547 381 

1 896 789 


OTHER DEBTORS 

Payments in advance: 

89 447 

113 510 

Deposit : Fual and Oii 

30 000 


Deposit : Eiectricity 

49 930 


Property Deposit - Leases 

1 000 

1 000 

Other Debtors 

389 780 

601 110 

Total Other Debtors 

480 227 

715 620 


9. VAT 

VAT receivable 2 462 040 1 763 961 


VAT is payable on the invoice basis. 

1 763 961 
122 181 
820 260 

2 462 040 

The R1 763 961 miilion reiates to the long outstanding amount of VAT to be received from SARS. This 
amount was nuilified by SARS as per section 57 of the VAT Act,1991, due to inadequate information to 
carry out the "administration of this Act". 


Opening Balance 
Received 

Ciaimed during the Year 


The matter is stili under dispute and the Municipaiity has re-submitted the VAT returns according to the 
VAT Act. The Municipaiity is now awaiting the outcome of the re-assessment by SARS and SARS is 
stipulated to respond within 21 days from receipt of the VAT returns as per section 45 of the VAT Act, 
1991. 



MKHAMBATHINI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 



2010 

2009 


R 

R 

12. PROPERTY RATES 

PropertyRates 

6 592 672.57 


Income Foregone - Exemption 

-836 770.64 


Income forgone - Rebates 

-113 303.02 


Income For gone - Phasing in 

-2 505 865.67 


Total Assessment Rates 

3 136 733.24 

1 16 


Valuations on land and buildings are performed every five years, 
The last valuation came into effect on 1 January 2009 
Interim valuations are processed to take into account changes in 
individual property values due to alterations and subdivisions. 
Different rate randages for Domestic, Commercial, Industrial and 
State properties are applied to property valuations to determine 
amounts to be charged. 

The Muniicpal Property Rates Act was implemented in the year 
2009/2010 



MKHAMBATHINI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2 010 

2009 

17. Depraciation and Impairment 



Depraciation 

1 714 586 

1 431 619.00 


2 010 

2009 

18. General Expenses 



Advertising 

42 691.18 

82 931.00 

Art and Culture 

186 841.89 

266 107.00 

Audit & Accounting Fees 

238 957.84 

338 295.00 

Bank Charges 

69 686.32 

99 924.00 

Building Control 

140 315.92 

526 542.00 

Audit and Accounting Fees 

-228.50 


Bursaries 

7 515.00 

78 325.00 

Civic Hospitality 

98 357.89 

78 089.00 

Electricity 

80 536.33 

166 580.00 

Electricity - Street Light 

121 496.69 


FBE - Electricitcy 

181 734.64 

43 385.00 

FBE-GEL 

178.20 

327 214.00 

FBS - Job Creation 

1 627 557.25 

1 586 244.00 

Fuel & Oil 

184 357.02 

535 880.00 

HIV&Aids 

5 588.00 

79 595.00 

GDYC 

4 174.40 

121 837.00 

Insurance 

93 301.84 

67 952.00 

LED 

10 355.00 

618 075.00 

Legal Expenses 

98 031.18 

141 919.00 

Materials 

2 000.95 


Postage 

11 967.21 

28 617.00 

Printing & Stationery 

122 566.24 

198 661.00 

Protective Clothing 

23 679.85 

8 205.00 

Refuse Bags 

34 426.36 


Social Relief 

10 800.00 

36 019.00 

Rental Equipment & Other 

417 327.51 

390 613.00 

Security - Banking 

72 318.60 

246 211.00 

Small Tools 

8 445.79 

4 951.00 

Sport & Recreation 

177 497.79 

303 486.00 

Stationery (Face Values) 

12 000.00 


Stores & Materials 

9 351.40 

30 305.00 

Subscription & Seminars 

37 987.65 

43 396.00 

Subsistance & Travelling 

214 156.59 

31 111.00 

Telephone 

911 980.48 

803 742.00 

Tourism 

8 622.28 

48 458.00 

Pauper Burial 

164 995.83 

71 162.00 

Training & Skill Development 

72 582.90 

201 164.00 

Vehicle Licences 

4 199.75 

5 806.00 

Miscellaneous Expenses (VAT Apportionment) 

519 470.34 

363 854.00 

Stale Cheques 

-28 557.78 


Security Services 

49 383.68 


MSIG - VAT Apportionment 

685.00 

67 931.00 


6 049 336.51 

8 042 586.00 

19. Audit Fees 



Opening Balance 

-200 000.00 




Current Year payments 


438 957.84 

238 957.84 


20. Related Parties 

Transaction with Councillors 

Cllr E.Ngcongo 
Cllr T A Gwala 
Cllr T Z Maphumulo 
Cllr M E Ngcongo 


2 010 

21 750.00 
49 250.00 
7 200.00 
3 700.00 

81 900.00 


2009 

73 133.00 

22 440.00 

23 400.00 

118 973.00 


21. Retirement Benefits 

The municipality employees are members of the following Benefits schemes. Natal Joint Municipal 
Pension Fund (a state and Multi Employer Defined Benefits Plan). Kwazulu Natal provident Fund 
(a state and Multi Employer Defined Contribution Plan). Along with other municipality in the province 
of Kwazulu Natal, Mkhambathini participateint Multi Employer Defined Plan. There is no obligation 
and cost to the municipality post retirement 


22 Adjustments 

The municipality have useful life of some Assets revised which resulted in adjustment of accumulated 
depreciation and accumulated surplus and some assets have been reclassified. 


Accumulated Surplus 

Adj Acumulated Depreciation (Re-calculated) 
Intangilbe Assets (Re-Calculated) 

Adjustment 


25 483 911 
325 467 

312 954 
12 476 
37 

25 809 378 


23 Prior Year 

Prior year operational grangts received and spent were not reflected on the statement 
of financial perfomance. The comparative amount were reststed accordingly. There is 
a nil effect on the adjustment of this error in 2009. 



2 010 

2 009 

Revenue 

32 310 802 

20 442 387 

Expenditure 

25 702 921 

29 226 297 

Surplus/Deficit 

6 607 881 

(8 783 910) 

Nil effect on surplus/deficit 

Government Grants and Subsidies 

25 504 761 

16 545 627 

Grant and Subsidy paid 

2 333 111 

4 066 755 


The above figures for 2009 reflect the restated revenue amount of R20 442 387 which include 
R4 066 755 and expenditure amount of R29 226 297 which include R4 066 755 which were not 
for operational grant which were not disclose in 2009. 

24 Uncertainty Regarding The Entity's going concern ability 

The municipality was going through some financial difficultuies during 2009/2010 financial year. The 
municipality is highly dependent on grants, the municipality did not generate sufficient revenue to fund 
its operations. To address the situation the municipality has cut some operating expenditure 
through council resolution. The municipality has return to a positive cash flow during the first quarter 
of 2010/2011 financial year. 



MKHAMBATHINI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


15 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries 

8 729 839 

9 615 320 

Contributions to UIF.pensions and medical aids 

Travel, motor car, accommodation, subsistence, housing 

1 614 205 

1 365 348 

and other allowances 

484 987 

57 961 

Overtime payments 

293 091 

457 790 

Leave pay 

462 952 


Bonus 13th Cheque 

509 972 

433 486 

Total Employee Related Costs 

EMPLOYEE RELATED COSTS (continued) 

12 095 046 

11 929 905 

Remuneration of the Municipal Manager 

Annual Remuneration 

597 788 

288 000 

Traveliing Allowance 

36 000 

36 000 

Other Allowances 

12 000 

288 417 

Contributions to UIF,Medical and Pension Funds 

73 544 

76 410 

Total 

719 332 

688 827 

Remuneration of Manager of Financial Services 

Annual Remuneration 

452 414 

200 000 

Bonus 

- 

- 

Traveliing Allowance 

60 000 

40 000 

Other Allowances 

9 600 

69 096 

Contributions to UIF,Medical and Pension Funds 

76 544 

53 206 

Total 

598 558 

362 302 

Remuneration of Manager of Corporate Services 

Annual Remuneration 

243 600 

243 600 

Leave Pay 

72 072 


Travelling Allowance 

32 000 

96 000 

Other Allowances 

12 000 

165 912 

Contributions to UIF, Medical and Pension Funds 

10 539 

28 276 


Total 


370 211 533 788 


Remuneration of Manager of Technical Services 


Annual Remuneration 

147 363 

243 600 

Leave Pay 

113 268 

- 

Travelling Allowance 

32 000 

96 000 

Other Allowances 

44 000 

189 660 

Contributions to UIF, Medical and Pension Funds 

643 

4 647 

Total 

337 274 

533 907 

Remuneration of Manager of Community Services 

Annual Remuneration 

452 414 

243 600 

Bonus 

- 

- 

Car Allowance 

60 000 

72 000 

Other Allowances 

9 600 

189 909 

Contributions to UIF, Medical and Pension Funds 

76 544 

28 132 

Total 

598 558 

533 641 

. Councillors Remuneration 

Mayor 

536 309 

475 795 

Deputy Mayor 

421 479 

383 832 

Speaker 

428 136 


EXCO Member (Part time) 

219 343 


Other Councillors 

1 664 150 

2 031 539 


3 269 417 

2 891 166 



APPENDIX A 

MKHAMBATHINI MUNICIPALITY: SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2011 





















MKHAMBATHINI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


25 STATEMENT OF COMPARATIVE AND ACTUAL INFORMATION 

DESCRITION 

RTHOUSANDORR 


Financial Perfomance 
Property Rates 

Property Rates - Penalties imposed amd collection charges 

Interest Earned 

Fines 

Licences and Permits 

Income for Agency Service 

Government Grants and Subsidies 

Commission 

Investment Revenue 

Transfers recognised - Operational 

Other own Revenue 

Total Revenue (Excluding Capitai transfers and contribution) 

Employee Cost 

Remuneration of councillors 

Debt Impairment 

Depreciation &Amortisation 

Repairs and Maintanance 

Contracted Services 

General Expenses 

Debtors: Discount 

Grants and Subsidies Paid 

Material and Bulk Purchases 

Transfers and Grants 

Other Expenditure 

Total Expenditure 
Surpius / Deficit 

Transfers Recognised - Capital 

Contribution recognised - Capital & contributes assets 







2010/2009 


Originai 

Budget 

Budget 

Adjustment 

Virement 

Final 

Budget 

Actual 

Outcome 

Unauthorised 

Expenditure 

Viriance 

1 

2 

3 

4 

5 

6 

7 

2 425 317.00 

2 914 146.00 


2 914 146.00 

3 136 733.00 


222 587.00 

30 000.00 

30 000.00 


30 000.00 

- 


(30 000 . 00 ) 

120 000.00 

100 000.00 


100 000.00 

168 349.00 


68 349.00 

100 000.00 

15 000.00 


15 000.00 

622.00 


(14 378 . 00 ) 

3 200 000.00 

2 200 000.00 


2 200 000.00 

2 060 444.00 


(139 556 . 00 ) 

250 000.00 

- 


- 

- 


- 

26 805 000.00 

27 646 000.00 


27 646 000.00 

25 504 761.00 


(2 141 239 . 00 ) 

- 

- 



4 399.00 


4 399.00 

- 

- 



- 


- 

- 

- 



- 


- 

2 104 400.00 

120 000.00 


120 000.00 

1 435 494.00 


1 315 494.00 







- 

35 034 717.00 

33 025 146.00 

- 

33 025 146.00 

32 310 802.00 

- 

(714 344 . 00 ) 

(13 237 370 . 00 ) 

(12 713 498 . 00 ) 


(12 713 498 . 00 ) 

(12 095 046 . 00 ) 


618 452.00 

(2 965 037 . 00 ) 

(3 321 930 . 00 ) 


(3 321 930 . 00 ) 

(3 269 417 . 00 ) 


52 513.00 

- 




- 


- 

(872 405 . 00 ) 

(1 500 000 . 00 ) 


(1 500 000 . 00 ) 

(1 714 586 . 00 ) 


(214 586 . 00 ) 

(335 000 . 00 ) 

(165 000 . 00 ) 


(165 000 . 00 ) 

(129 310 . 00 ) 


35 690.00 

(75 000 . 00 ) 

- 


- 

- 


- 

(16 803 523 . 00 ) 

(14 602 000 . 00 ) 


(14 602 000 . 00 ) 

(6 049 336 . 51 ) 


8 552 663.49 





(112 114 . 00 ) 


(112 114 . 00 ) 

- 




(2 333 111 . 00 ) 


(2 333 111 . 00 ) 







- 







- 







- 







- 

(34 288 335.00) 

(32 302 428.00) 

(32 302 428.00) 

(25 702 920.51) 


6 599 507.49 

746 382.00 

722 718.00 


722 718.00 

6 607 881.49 


5 885 163.49 

746 382.00 

722 718.00 

. 

722 718.00 

6 607 881.49 

. 

5 885 163.49 


Surplus (deficit) aftyer capital transfers & contributions 



APPENDIX B 


MKHAMBATHINI MUNICIPALITY : DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 
123 OF THE MUNICIPAL FINANCE MANAGEMENT ACT 


Name of Grant 

Name of organ 

of state 

Unspent at 

30.06.2009 

Received 

2010 

Expended 

2010 

Unspent 

30.06.2010 




R 

R 

R 


Community Development Workers 

Province of KZN 

11 225.00 



11 225 

Coprridor Development Grant 

Province of KZN 

443 566.00 


237 567 

205 999 

Financial Management Grant 

Province of KZN 

1 386 539.00 

1 500 000 

2 276 061 

610 478 

Housing Grants 

Province of KZN 

608 082.05 


84 020 

524 062 

LUMS Grant 

Province of KZN 

46 538.00 



46 538 

M S 1 G Grant 

National 

59 538.00 

735 000 

407 867 

386 671 

Management Assistance Programme 

Province of KZN 

429 432.00 



429 432 

Municipal Infrastructure Grant 

National 

1 873 382.00 

2 684 000 

4 557 382 

0 

Soul Buddies Grant 

Province of KZN 

11 957.00 



11 957 

Sport Grant 

Province of KZN 

113 099.00 



113 099 



4 983 358.05 

4 919 000 

7 562 898 

2 339 460 


NOTES 

1. No grants were delayed or withheld 

2. Conditions in terms of the Division of Revenue Act were complied with in all instances 




